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(2) If pool assets relating to a signifi-
cant obligor represent 20% or more of
the asset pool, provide financial state-
ments meeting the requirements of
Regulation S-X (§§210.1-01 through
210.12-29 of this chapter), except §210.3—
05 of this chapter and Article 11 of Reg-
ulation S-X (§§210.11-01 through 210.11-
03 of this chapter), of the significant
obligor. Financial statements of such
obligor and its subsidiaries consoli-
dated (as required by §240.14a-3(b) of
this chapter) shall be filed under this
item.

Instructions to Item 1112(b): 1. No information
need be provided pursuant to paragraph (b)
of this section if the obligations of the sig-
nificant obligor as they relate to the pool as-
sets are backed by the full faith and credit of
the United States.

2. No information need be provided pursu-
ant to paragraph (b) of this section if the ob-
ligations of the significant obligor as they
relate to the pool assets are backed by the
full faith and credit of a foreign government
(as defined in §240.3b-4(a) of this chapter) if
the pool assets are investment grade securi-
ties as defined in Item I.B.2 of Form S-3
(§239.13 of this chapter). If the pool assets are
not investment grade securities, information
required by paragraph (5) of Schedule B of
the Securities Act (15 U.S.C. T7aa) regarding
the foreign government may be incorporated
by reference from a Commission filing in lieu
of providing the financial information re-
quired pursuant to paragraph (b) of this sec-
tion.

3. If the significant obligor is an asset-
backed issuer and the pool assets relating to
the significant obligor are asset-backed secu-
rities, provide the following information in
lieu of the information required by para-
graph (b) of this section:

a. For a registration statement under the
Securities Act or the Exchange Act or a pro-
spectus to be filed pursuant to §230.424 of
this chapter, the information required by
Items 1104 through 1115, 1117 and 1119 of this
Regulation AB regarding such asset-backed
securities; and

b. For an Exchange Act report on Form 10-
K or Form 10-D (§249.310 or 249.312 of this
chapter), the information required by Gen-
eral Instruction J. of Form 10-K regarding
such asset-backed securities for the period
for which the last Form 10-K of the asset-
backed securities was due (or would have
been due if such asset-backed securities are
not required to file reports with the Commis-
sion pursuant to section 13(a) or 15(d) of the
Exchange Act (15 U.S.C. 78m(a) or 780(d)).

4. If the significant obligor is a foreign
business (as defined §210.1-02 of this chapter):
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a. Paragraph (b)(1) of this section may be
complied with by providing the information
required by Item 3.A. of Form 20-F (§249.220f
of this chapter). If a reconciliation to U.S.
generally accepted accounting principles
called for by Instruction 2. to Item 3.A. of
Form 20-F is unavailable or not obtainable
without unreasonable cost or expense, at a
minimum provide a narrative description of
all material variations in accounting prin-
ciples, practices and methods used in pre-
paring the non-U.S. GAAP financial state-
ments used as a basis for the selected finan-
cial data from those accepted in the U.S.

b. Paragraph (b)(2) of this section may be
complied with by providing financial state-
ments meeting the requirements of Item 17
of Form 20-F for the periods specified by
Item 8.A. of Form 20-F.

§229.1113 (Item 1113) Structure of the
transaction.

(a) Description of the securities and
transaction structure. In providing the
information required by Item 202 of
Regulation S-K (§229.202), address the
following specific factors relating to
the asset-backed securities, as applica-
ble:

(1) The types or categories of securi-
ties that may be offered, such as inter-
est-weighted or principal-weighted
classes (including IO (interest only) or
PO (principal only) securities), planned
amortization or companion classes or
residual or subordinated interests.

(2) The flow of funds for the trans-
action, including the payment alloca-
tions, rights and distribution priorities
among all classes of the issuing enti-
ty’s securities, and within each class,
with respect to cash flows, credit en-
hancement or other support and any
other structural features designed to
enhance credit, facilitate the timely
payment of monies due on the pool as-
sets or owing to security holders, ad-
just the rate of return on the asset-
backed securities, or preserve monies
that will or might be distributed to se-
curity holders. In addition to an appro-
priate narrative discussion of the allo-
cation and priority structure of pool
cash flows, present the flow of funds
graphically if doing so will aid under-
standing. In the flow of funds discus-
sion, provide information regarding
any requirements directing cash flows
from the pool assets (such as to reserve
accounts, cash collateral accounts or
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expenses) and the purpose and oper-
ation of such requirements.

(3) In describing the interest rate or
rate of return on the asset-backed se-
curities and how such amounts are
payable, explain how the rate is deter-
mined and how frequently it will be de-
termined. If the rate to be paid can be
a combination of two or more rates
(such as the lesser of a variable rate or
the actual weighted average net cou-
pon on the pool assets), provide clear
information regarding each rate and
when each rate applies.

(4) How principal, if any, will be paid
on the asset-backed securities, includ-
ing maturity dates, amortization or
principal distribution schedules, prin-
cipal distribution dates, formulas for
calculating  principal distributions
from the cash flows and other factors
that will affect the timing or amount
of principal payments for each class of
securities.

(5) The denominations in which the
asset-backed securities may be issued.

(6) Any specified changes to the
transaction structure that would be
triggered upon a default or event of de-
fault (such as a change in distribution
priority among classes).

(7) Any liquidation, amortization,
performance or similar triggers or
events, and the rights of investors or
changes to the transaction structure or
flow of funds if such events were to
occur.

(8) Whether the servicer or other
party is required to provide periodic
evidence of the absence of a default or
of compliance with the terms of the
transaction agreements.

(9) If applicable, the extent, ex-
pressed as a percentage, the trans-
action is overcollateralized or
undercollateralized as measured by
comparing the principal balance of the
asset-backed securities to the asset
pool.

(10) Any provisions contained in
other securities that could result in a
cross-default or cross-collateralization.

(11) Any minimum standards, restric-
tions or suitability requirements re-
garding potential investors in pur-
chasing the securities or any restric-
tions on ownership or transfer of the
securities.

§229.1113

(12) Security holder vote required to
amend the transaction documents and
allocation of voting rights among secu-
rity holders.

(b) Distribution frequency and cash
maintenance. (1) Disclose the frequency
of distribution dates for the asset-
backed securities and the collection pe-
riods for the pool assets.

(2) Describe how cash held pending
distribution or other uses is held and
invested. Also describe the length of
time cash will be held pending distribu-
tions to security holders. Identify the
party or parties with access to cash
balances and the authority to invest
cash balances. Specify who determines
any decisions regarding the deposit,
transfer or disbursement of pool asset
cash flows and whether there will be
any independent verification of the
transaction accounts or account activ-
ity.

(c) Fees and expenses. Provide in a
separate table an itemized list of all
fees and expenses to be paid or payable
out of the cash flows from the pool as-
sets. In itemizing the fees and ex-
penses, also indicate their general pur-
pose, the party receiving such fees or
expenses, the source of funds for such
fees or expenses (if different from other
fees or expenses or if such fees or ex-
penses are to be paid from a specified
portion of the cash flows) and the dis-
tribution priority of such expenses. If
the amount of such fees or expenses is
not fixed, provide the formula used to
determine such fees or expenses. The
tabular presentation should be accom-
panied by footnotes or other accom-
panying narrative disclosure to the ex-
tent necessary for an understanding of
the timing or amount of such fees or
expenses, such as any restrictions or
limits on fees or whether the estimate
may change in certain instances, such
as in an event of default (and how the
fees would change in such an instance
or the factors that would affect the
change). In addition, through footnote
or other accompanying narrative dis-
closure, describe if any, and if so how,
such fees or expenses can be changed
without notice to, or approval by, secu-
rity holders and any restrictions on the
ability to change a fee or expense
amount, such as due to a change in
transaction party.
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(d) Excess cash flow. (1) Describe the
disposition of residual or excess cash
flows. Identify who owns any residual
or retained interests to the cash flows
if such person is affiliated with the
sponsor, depositor, issuing entity or
any entity identified in Item 1119(a) of
this Regulation AB or if such person
has rights that may alter the trans-
action structure beyond receipt of re-
sidual or excess cash flows. Describe
such rights, as material.

(2) Disclose any requirements in the
transaction agreements to maintain a
minimum amount of excess cash flow
or spread from, or retained interest in,
the transaction and any actions that
would be required or changes to the
transaction structure that would occur
if such requirements were not met.

(3) To the extent material to an un-
derstanding of the asset-backed securi-
ties, disclose any features or arrange-
ments to facilitate a securitization of
the excess cash flow or retained inter-
est from the transaction, including
whether any material changes to the
transaction structure may be made
without the consent of asset-backed se-
curity holders in connection with these
securitizations.

(e) Master trusts. If one or more addi-
tional series or classes have been or
may be issued that are backed by the
same asset pool, provide information
regarding the additional securities to
the extent material to an under-
standing of their effect on the securi-
ties being offered, including the fol-
lowing:

(1) Relative priority of such addi-
tional securities to the securities being
offered and rights to the underlying
pool assets and their cash flows.

(2) Allocation of cash flow from the
asset pool and any expenses or losses
among the various series or classes.

(3) Terms under which such addi-
tional series or classes may be issued
and pool assets increased or changed.

(4) The terms of any security holder
approval or notification of such addi-
tional securities.

(5) Which party has the authority to
determine whether such additional se-
curities may be issued. In addition, if
there are conditions to such additional
issuance, disclose whether or not there
will be an independent verification of
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such person’s exercise of authority or
determinations.

(f) Optional or mandatory redemption
or termination. (1) If any class of the
asset-backed securities includes an op-
tional or mandatory redemption or ter-
mination feature, provide the following
information:

(i) Terms for triggering the redemp-
tion or termination.

(ii) The identity of the party that
holds the redemption or termination
option or obligation, as well as whether
such party is an affiliate of the spon-
sor, depositor, issuing entity or any en-
tity identified in Item 1119(a) of this
Regulation AB.

(iii) The amount of the redemption or
repurchase price or formula for deter-
mining such amount.

(iv) The procedures for redemption or
termination, including any notices to
security holders.

(v) If the amount allocated to secu-
rity holders is reduced by losses, the
policy regarding any amounts recov-
ered after redemption or termination.

(2) The title of any class of securities
with an optional redemption or termi-
nation feature that may be exercised
when 25% or more of the original prin-
cipal balance of the pool assets is still
outstanding must include the word
‘“‘callable,” provided, however, that in
the case of a master trust, a title of a
class of securities must include the
word ‘‘callable”” when an optional re-
demption or termination feature may
be exercised when 25% or more of the
original principal balance of the par-
ticular series in which the class was
issued is still outstanding.

(g) Prepayment, maturity and yield
considerations. (1) Describe any models,
including the related material assump-
tions and limitations, used as a means
to identify cash flow patterns with re-
spect to the pool assets.

(2) Describe to the extent material
the degree to which each class of secu-
rities is sensitive to changes in the
rate of payment on the pool assets
(e.g., prepayment or interest rate sen-
sitivity), and describe the con-
sequences of such changing rate of pay-
ment. Provide statistical information
of such effects, such as the effect of
prepayments on yield and weighted av-
erage life.
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(3) Describe any special allocations of
prepayment risks among the classes of
securities, and whether any class pro-
tects other classes from the effects of
the uncertain timing of cash flow.

§229.1114 (Item 1114) Credit enhance-
ment and other support, except for
certain derivatives instruments.

(a) Descriptive information. To the ex-
tent material, describe the following,
including a clear discussion of the
manner in which each potential item is
designed to affect or ensure timely
payment of the asset-backed securities:

(1) Any external credit enhancement
designed to ensure that the asset-
backed securities or pool assets will
pay in accordance with their terms,
such as bond insurance, letters of cred-
it or guarantees.

(2) Any mechanisms to ensure that
payments on the asset-backed securi-
ties are timely, such as liquidity facili-
ties, lending facilities, guaranteed in-
vestment contracts and minimum prin-
cipal payment agreements.

(3) Any derivatives whose primary
purpose is to provide credit enhance-
ment related to pool assets or the
asset-backed securities.

(4) Any internal credit enhancement
as a result of the structure of the
transaction that increases the likeli-
hood that payments will be made on
one or more classes of the asset-backed
securities in accordance with their
terms, such as subordination provi-
sions, overcollateralization, reserve ac-
counts, cash collateral accounts or
spread accounts.

Instructions to Item 1114(a): 1. Include a de-
scription of the material terms of any en-
hancement or support described, including
any limits on the timing or amount of the
enhancement or support or any conditions
that must be met before the enhancement or
support can be accessed. The enhancement or
support agreement is to be filed as an ex-
hibit. Also describe any provisions regarding
the substitution of enhancement or support.

2. This Item should not be construed as al-
lowing anything other than an asset-backed
security whose payment is based primarily
by reference to the performance of the re-
ceivables or other financial assets in the
asset pool.

(b) Information regarding significant
enhancement providers—(1) Descriptive
information. If an entity or group of af-
filiated entities providing enhance-

§229.1114

ment or other support described in
paragraph (a) of this section is liable or
contingently liable to provide pay-
ments representing 10% or more of the
cash flow supporting any offered class
of asset-backed securities, provide the
following information:

(i) The name of such enhancement
provider.

(ii) The organizational form of en-
hancement provider.

(iii) The general character of the
business of such enhancement provider.

(2) Financial information. (i) If any en-
tity or group of affiliated entities pro-
viding enhancement or other support
described in paragraph (a) of this sec-
tion is liable or contingently liable to
provide payments representing 10% or
more, but less than 20%, of the cash
flow supporting any offered class of the
asset-backed securities, provide finan-
cial data required by Item 301 of Regu-
lation S-K (§229.301) for each such enti-
ty or group of affiliated entities.

(ii) If any entity or group of affiliated
entities providing enhancement or
other support described in paragraph
(a) of this section is liable or contin-
gently liable to provide payments rep-
resenting 20% or more of the cash flow
supporting any offered class of the
asset-backed securities, provide finan-
cial statements meeting the require-
ments of Regulation S-X (§§210.1-01
through 210.12-29 of this chapter), ex-
cept §210.3-05 of this chapter and Arti-
cle 11 of Regulation S-X (§§210.11-01
through 210.11-03 of this chapter), of
such entity or group of affiliated enti-
ties. Financial statements of such en-
hancement provider and its subsidi-
aries consolidated (as required by
§240.14a-3(b) of this chapter) shall be
filed under this item.

Instructions to Item 1114: 1. The requirements
in paragraph (b) of this section apply to all
providers of external credit enhancement or
other support, other than those described in
Item 1115 of this Regulation AB. Enhance-
ment may support payment on the pool as-
sets or payments on the asset-backed securi-
ties themselves.

2. No information need be provided pursu-
ant to paragraph (b)(2) of this section if the
obligations of the enhancement provider are
backed by the full faith and credit of the
United States.

3. No information need be provided pursu-
ant to paragraph (b)(2) of this section if the
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